SB-215: "AN ACT PROVIDING FOR A REDUCTION IN THE DEPARTMENT OF REVENUE MARKUP ON LIQUOR
SOLD BY THE STATE BASED UPON THE PERCENTAGE OF MONTANA-PRODUCED INGREDIENTS USED IN THE
PRODUCTION OF THE LIQUOR; AND PROVIDING RULEMAKING AUTHORITY ."

History:

Montana is a “Closed State”, meaning that all liquor sales
to end-consumers must flow through the Department of
Revenue, Liquor Division. In order to support the
opcrations of the liquor warchouse, distribution to liquor
stores, alcohol abuse cducation and trcatment, and others
the Department levics a “Warehouse Overhead Rate” of
40% for cach bottle sold. Additionally for Micro-
Distilleries (those producing less than 25,000 gallons
annually) an Excisc Tax of 3% and then a License Tax of
2% are also levied.

The example to the right illustrates how a single bottle of

liquor with a Wholesale Price of $14 eventually is sold to a
liquor store for $21.

Proposed:

Current Warehouse Markup

SB-215 proposes in exchange for Micro-Distilleries using a majority of Montana Grown Raw Materials (such as Grain, Ba_rlcy,
Wheat, Sugar Beet Sugar, and others) those Micro-Distilleries receive a sliding scale reduction in the Department of Revenue Liquor

Warchouse Overhead Rates.
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An analysis of the proposed change was performed

Percent Montana Reduction in The Standard Markup Sliding Scale Reduction, as proposed, is shown to the left.
Produced Standard Markup If a distillery anywhere in the nation uses a majority of MT grown raw materials,
Ingredients they receive the corresponding Standard Markup reduction.
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using the “2009 Department of Revenue Annual $30,400,000 {* g

Report” & utilizing Montana Micro-Distillery

Sales up through October 2010. The chart to the $30,300,00

right illustrates the change to the DoR General

Fund Transfer as a result of each Montana Micro- $30,200,00!

Distillery using each of the 3 scales proposed. The

full potential impact to the General Fund Transfer $30,100,000

= $38916 or .13% (I/I0" of 1%) of the

$30,500,000 transferred to the general fund from $30,000,000

liquor sales in 2009.
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As a comparison, Headframe Spirits, Inc projects a minimum annual grain bill,
purchased solely from Montana Agriculture Sources, will generate $26,000.
Extrapolated to include the 8 Montana Distilleries, the potential income to
Agriculture will be greater than $180,000. As such MT Agriculture and
associated economic industries (fuel providers, fertilizer suppliers, farm
equipment providers, malting and grain storage industrics, etc) could contribute
an cxcess of greater than $140,000 to MT revenues based on MT Micro-
Distilleries alone vs the change to the General Fund of $39,000.

Montana Department of Revenue Fiscal Year 2009 Liquor Enterprise
Fund Annual Financial Report
2010 Jan — Oct Montana Micro-Distillery Sales Data
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Montana Distilleries
Roughstock Whiskey, Bozeman
Flathead Distillers, Eureka s2200
Whistling Andy, Bigfork s2000 |
Glacier Distilling, Coram s18.00
Headframe Spirits, Butte
Spirit of Montana, Billings
Swanson’s Mtn. View, Corvallis
Ridge Distilling, Kalispell

Current Warehouse Markup
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